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SUBJECT: Tax Deduction for Long Term Care Expenses.
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FUNDSAFFECTED: X GENERAL IMPACT: State & Local
DEDICATED
FEDERAL

Summary of L egislation: Thisbill providesthat ataxpayer isentitled to an Adjusted Gross Income (AGlI)
Tax deduction in an amount equal to the taxpayer's unreimbursed medical expenses for long term care
services, to the extent the expenses exceed 7.5% of the taxpayer's federal AGI.

Effective Date: January 1, 2001 (retroactive).

Explanation of State Expenditures: The Department of State Revenue (DOR) will incur some
administrative expenses related to the revision of tax forms and instructions to incorporate this deduction.
These expenses could be absorbed given the DOR's existing budget and resources.

Explanation of State Revenues: This bill would allow taxpayers to deduct some of their unreimbursed
medical expenses for qualified long term care services. Only the amount which exceeds 7.5% of the
taxpayer’ sfederal AGI may be deducted. L ong term care services could include nursing homerehabilitation
for the elderly, therapy for the disabled, and many others.

The number of Indianaresidentsthat would claimthis deduction isnot known at thistime. For each taxpayer
that is ableto deduct $1,000, the state revenue loss would be $34 ($1,000 multiplied by the 3.4% Individual
AGI Tax rate). The information in this note will be updated as new data is collected. This deduction is
effectiveretroactiveto January 1, 2001, and will affect revenue collectionsbeginningin FY 2002. Individual
Income Tax revenue is deposited in the General Fund.

Explanation of L ocal Expenditures:

Explanation of Local Revenues: Counties imposing local option income taxes will experience an
indeterminabl e reduction in revenue from these taxes as a result of this deduction.

State Agencies Affected: Department of State Revenue.
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L ocal Agencies Affected: Countiesimposing local option income taxes.

| nfor mation Sour ces:
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